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BAUCUS
August 18, 1981
eve B:
Here is the speech that Max did not
like at all and which he did not use.
Max and I had a cordial, long conver-
sation about it.
I have no pride of authorship; nor am
I afraid of criticism.
Therefore, I am asking for your
honest, no bullshit, no nonsense
critique of this speech.
Thanks
Dick
*1i
SPEECH
BEFORE THE
30TH ANNUAL CONVENTION OF THE
MONTANA STATE BUILDING & CONSTRUCTION TRADES COUNCIL
AUGUST 18, 1981
BILLINGS, MONTANA
U.S. SENATOR MAX BAUCUS
THE REAGAN ECONOMIC RECOVERY PLAN AFTER SIX MONTHS:
A HARD LOOK
THANK YOU AND GOOD MORNING. IT'S MY GREAT PLEASURE TO BE
WITH YOU TODAY.
ECONOMICS PREEMPTS TODAY'S HEADLINES. AND IT IS A SUBJECT
THAT DOES NOT GREATLY RESPECT ONES WISHES.
IT BRINGS TO MIND THE OLD DEFINITION OF THE "ECONOMIST." AN
ECONOMIST, AS YOU MAY KNOW, IS AN "EXPERT WHO WILL KNOW TOMMOROW WHY
THE THINGS HE PREDICTED YESTERDAY DIDN'T WORK TODAY."
(7).
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REAGANECONOMICS
TODAY, I WOULD LIKE TO REVIEW WITH YOU THE LATEST ECONOMIC
FASHION -- NAMELY, "REAGANECONOMICS."
SIX MONTHS AGO, FEW PEOPLE WOULD HAVE BET ON REAGAN'S CHANCES
OF ENACTING HIS ECONOMIC PROGRAM. BUT THE GREAT SURPRISE OF 1981 HAS
BEEN THE EXTRAORDINARY VIGOR AND AUDACITY OF THE REAGAN WHITE HOUSE, NOT
SINCE FRANKLIN DELANO ROOSEVELT HAS A PRESIDENT ACHIEVED SUCH A RAPID
AND SPECTACULAR VICTORY IN SETTING HIS NATIONAL AGENDA.
IN RETROSPECT, THE REASONS ARE NOT OBSCURE.
WHEN REAGAN ENTERED THE WHITE HOUSE, THE AMERICAN ECONOMIC
LANDSCAPE WAS GRIM, INDEED. IT WAS A LOT LIKE DOING YOUR CHRISTMAS
SHOPPING ON DECEMBER 24; THE STORE MAY NOT BE CROWDED, BUT THE SHELVES
ARE NEARLY EMPTY.
INFLATION WAS SOARING. ECONOMIC OPPORTUNITIES WERE VANISHING.
THE QUALITY OF LIFE WAS DECLINING.
OUR POLITICAL SYSTEM WAS HAVING UNPRECEDENTED DIFFICULTY IN
RESPONDING. ECONOMISTS WERE PUZZELED. THE AMERICAN PEOPLE WERE
EXASPERATED. "WE HAVE SEEN THE PRESENT," THEY SAID, "AND IT IS NOT
dORKING."
GE:
ILDING TRADES
THE SITUATION CALLED FOR DRAMATIC iACTION,
FOR SHEER INITIATIVE, THE REAGAN ADMINISTRATION'S ECONOMIC
PROGRAM DESERVES HIGH MARKS~ IT CAME WITH A SENSE OF URGENCY THAT
WAS CLEARLY WARRANTED AND LONG OVERDUE.
IT IS A GOOD THING THAT REAGAN GOT HIS WAY. WHETHER HIS
PROGRAM IS A GOOD IDEA IS ANOTHER MATTER ALTOGETHER -- ONE I WANT
TO ADDRESS SHORTLY.
BUT, PSYCHOLOGICALLY, WE NEED TO TRY "REAGANECONOMICS" TO
( EE IF ITWORKS. GIVEN THE DEEP AND WI-DESPREAD PUBLIC EXASPERATION
WITH THE WAY THINGS HAVE BEEN GOINB, WE NEED TO GIVE IT A FAIR CHANCE.
UNLESS IT IS TESTED, WE ARE NEVER GOING TO BE ABLE TO. TRY SOMETHING ELSE.
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BAUCUS POSITION
I VOTED FOR THE PRESIDENT'S PACKAGE OF SPENDING CUTS. AND I
VOTED FOR THE PACKAGE OF TAX CUTS,
I DIDN'T AGREE WITH EVERY PART OF THE PRESIDENT'S ECONOMIC
PACKAGE. INDEED, ON NUMEROUS OCCASSIONS I JOINED EFFORTS TO CHANGE
SPECIFIC PROPOSALS AND TO PROPOSE ALTERNATIVES TO THE PRESLDENT'S PLAN.
BUT, IN THE END, I HAVE LONG BELIEVED THAT WE MUST. CUT FEDERAL
SPENDING. PUBLIC. OFFICIALS HAVE A SACRED TRUST TO SPEND PUBLIC FUNDS
WISELY. AND, ACCORDING TO THE GENERAL ACCOUNTING OFFICE (GAO), THE
INDEPENDENT INVESTIGATORY ARM OF THE CONGRESS, 10 PERCENT OF THE FEDERAL
BUDGET IS SQUANDERED EACH YEAR THROUGH MISMANAGEMENT, INEFFICIENCY, WASTE
AND FRAUD.
I HAVE BEEN EQUALLY CONVINCED THAT WE NEED A TAX BREAK -- TO
OFFSET THE RAVAGES OF INFLATION AND TO REKINDLE AMERICA'S PRODUCTIVE
CAPACITY. IN RECENT YEARS, IT HAS SEEMED - TO QUOTE A FORMER DIRECTOR
OF THE INTERNAL REVENUE SERVICE (IRS).-- AS IF "THERE IS ONLY ONE
DIFFERENCE BETWEEN A TAX COLLECTOR AND A TAXIDERMIST - THE TAXIDERMIST
LEAVES THE HIDE."
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IT IS A GOOD THING THAT REAGAN GOT HIS WAY
THE REAGAN ECONOMIC RECOVERY PROGRAM IS NO LONGER FUTURE,
CONDITIONAL, AND SPECULATIVE. IT IS HERE, IT IS BOLD. IT WILL
BE TESTEIT.-
IT IS ALSO AS SENATE MAJORITY LEADER HOWARD BAKER RECENTLY
SAID, "A RIVERBOAT GAMBLE."
AND, I SUBMIT, THE STEERING WHEEL OF THE "RIVERBOAT" IS NOW
IN THE HANDS OF THE CAPTAINS OF INDUSTRY. THE PRESIDENT'S PROGRAM
LEARLY CALLS UPON THE PRIVATE ECONOMIC SECTOR TO LEAD US OUT OF THE
ECONOMIC WILDERNESS. THE PRESIDENT -- WHO DENOUNCES ALL FEDERAL
GOVERNMENT AS OPPRESSIVE -- HAS CHALLENGED THE PRIVATE SECTOR TO GET
AMERICA MOVING AGAIN.
WHETHER "REAGANECONOMICS" WILL PRODUCE AN "AMERICAN ECONOMIC
RENAISSANCE," AS THE PRESIDENT PREDICTS -- AND FOR WHOM, THE MANY OR
THE FEW -- ARE THE INEVITABLE QUESTIONS.
ONLY TIME CAN YIELD A DEFINITIVE ANSWER.
IN THE MEANTIME, IT IS IMPORTANT TO UNDERSTAND WHAT THIS
-NEW ECONOMICS IS.
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WE NEED TO UNDERSTAND IT TO TEST ITS FAIRNESS -- FOR THE
PROMISE OF AMERICAN LIFE IS NOT AFFLUENCE. THE PROMISE IS FAIRNESS._
THE SYSTEM IS SUPPOSED TO GUARANTEE PERSONAL LIBERTY AND PROMOTE
OPPORTUNITY FOR.ALLJ
WE NEED TO UNDERSTAND IT TO JUDGE ITS SUCCESS -- FOR WE
MUST NOT MISTAKE SLOGANS FOR SOLUTIONS OR BLINDNESS FOR VISION.
FINALLY, WE NEED TO UNDERSTAND IT TO BE PREPARED TO OFFER
ALTERNATIVES IF LIT FAILS
THE REAGAN PLAN
WHAT IS "REAGANECONOMICS" -- OR "SUPPLYSIDE" ECONOMICS AS
IT IS OFTEN CALLED?
REAGAN'S BRAND OF "SUPPLYSIDE" ECONOMICS PROMISES TO ACHIEVE
WHAT HAS NEVER BEEN DONE BEFORE.
THE PRESIDENT SAYS THAT WE WILL SIMULTANIOUSLY PRODUCE RAPID
ECONOMIC GROWTH, DECLINING INFLATION, AND A BALANCED BUDGET IE WE:
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SyVE-RY REDUCE GOVERNMENT SPENDING;
SLASH TAXES;
REIN-IN GOVERNMENT REGULATION;
- RESTRICT THE MONEY SUPPLY.
HIS BRAND OF "SUPPLYSIDE" ECONOMICS, THE PRESIDENT PREDICTS,
WILL
- REDUCE INFLATION -FR0MST-LA *AR-2,-4-PE.ew TO 7.2
PERCENT IN 1982:
- INCREASE REAL ECONOMIC GROWTH R9M4A&T-YE -e
- REDUCE UNEMPLOYMENT FROM-l A&T-YEAR-S-RE--7-.-5--PERCENT
T6-7-2-mesE IN 1902;
- REDUCE INTEREST RATES, AS MEASURED ON TREASURY NOTES, FROM
LAST YEAR'S LEVEL OF 11.5 PERCENT TO 8.9 PERCENT IN 1982; 7v
BALANCE THE FEDERAL BUDGET IN 1984.
REAGAN'S PROGRAM OFFERS HIGH HOPES;
IT ALSO LEAVES MANY DOUBTS: MANY OBSERVERS BELIEVE THAT
"REAGANECONOMICS" MAY BE TO ECONOMICS WHAT BEDSIDE MANNER IS TO MEDICINE.
WHEN YOU DON'T KNOW WHAT ELSE TO DO WITH A PATIENT, YOU OPEN A
WINDOW, TELL HIM TO GET UP, HAVE FAITH, FEELGOOD, AND EVERYTHING
WILL WORK OUT.
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WE ALL HOPE THE PATIENT GETS BETTER. NOTHING LESS THAN OUR
ECONOMIC AND SOCIAL WELL-BEING ARE AT STAKE. BUT, HAVING DIAGNOSED
THE ILLNESS, ITS NOT TERRIBLY USEFUL TO PRESCRIBE DEATH AS THE CURE --
AS MANY BELIEVE THE PRESIDENT HAS-
BUDGET/TAX CUTS
NOW, LETS LOOK AT WHAT'S HAPPENDED SO FAR.
CONGRESS HAS COMPLIED WITH THE TWO MAJOR PLANKS OF
REAGAN'S PROGRAM. LAST WEEK, FTHEPRESIDENT : SIGNED INTO LAW
BILLS THAT UI FEDERAL SPENDING BY $140 BILLION FROM 1982 THROUGH 1984
AND TAXES BY $749 BILLION OVER THE NEXT FIVE YEARS.
BOTH MEASURES CONTAIN PROVISIONS THAT MAY PROFOUNDLY AFFECT
THE BUILDING AND CONTRUCTION TRADES
FIRST, FEDERAL FUNDING FOR BRIDGES, PORTS, RAILROADS, SEWERS,
AND ALL KINDS OF CONSTRUCTION WAS DRASTICALLY SLASHED. IN HOUSING
ALONE, OVER $7 BILLION AND 100,000 NEW UNITS WERE CUT.
* RAGE _
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SECOND AN' "ALL SAVERS" CERTIFICATE WAS INCLUDED IN THE
TAX BILL. THIS PROVISION PERMITS FINANCIAL INSTITUTIONS TO ISSUE
SPECIAL TAX-FREE SAVINGS CERTIFICATES. TO BE ELIGIBLE FOR THIS
SPECIAL TREATMENT, A FINANCIAL INSTITUTION MUST PLACE AT LEAST
75 PERCENT OF THESE DEPOSITS IN ASSESTS RELATED TO HOUSING. IT IS
DESIGNED TO INCREASE THE MARKET FOR NEW HOUSING.
NOW, I DO NOT NEED TO TELL THIS AUDIENCE HOW DEPRESSED THE
CONSTRUCTION INDUSTRY HAS BEEN IN RECENT TIMES. THE SALE OF NEW
HOMES -- NOW AT AN ANNUAL RATE OF 400,000- IS AT ITS LOWEST POINT
SINCE THE SHARP RECESSION OF APRIL 1981 AND STILL CONSIDERABLY BELOW
THE 1978 RATE OF 870,000 HOMES.
WHETHER THE SHAPE REDUCTION IN FEDERAL CONSTRUCTION FUNDS,
COMBINED WITH TAX INCENTIVES TO THE PRIVATE SECTOR, WILL REVITALIZE
THE INDUSTRY REMAINS TO BE SEEN.
GOVERNMENT REGULATION
ON ANOTHER FRONT, "REAGANECONOMICS" IS MOVING -- IN THE WORDS
OF THE ADMINISTRATION -- "TO REMOVE THE TENTACLES OF EXCESSIVE GOVERNMENT
REGULATION WHICH ARE STRANGLING OUR ECONOMY,"
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LIKE THE ADMINISTRATION'S OTHER GOALS, I BELIEVE WE ALL
SHARE THE NEED TO GET RID OF UNNECESSARY REGULATIONS. WE ARE, IT
OFTEN SEEMS, AWASH IN A SEA OF RED TAPE. AS WERHNER VON BRAUN,
THE ROCKET EXPERT SAID "WE CAN LICK GRAVITY, BUT SOMETIMES THE
PAPERWORK IS OVERWHELMING."
BUT, THE MOVE TO CURTAIL GOVERNMENT REGULATIONS SHOULD NOT
BE DONE. INDISCRIMINATELY. ONE PERSON'S RED TAPE MAY BE ESSENTIAL
TO SOMEONE HEALTH AND WELL-BEING.
RECENTLY, THE RAGAN COMRCE DEPRTMENT DEN FIED A
9RMfL-E-2" LIST OF MOST COSTLY AND BUR E SOME REGULATIONS.
TO-BIG-BUSINESS. INCLUDED IN THE LIST ARE SEVERAL THAT I CONSIDER
VITAL TO OUR QUALITY OF LIFE.
DO WE WANT, FOR EXAMPLE, TO ELIMINATE "LICENSING REQUIRMENTS
FOR NUCLEAR POWER PLANTS?"_ IT IS ON THE "TERRIBLE 20".LIST.
DO WE WANT TO ELIMINATE STANDARDS FOR WORKER EXPOSURE TO
LEAD AND ARSENIC? IT, TOO, IS ON THE LIST,
DO WE WANT TO ELIMINATE "HAZARDOUS WASTE MANAGEMENT?" IT ALSO
IS ON THE LIST,
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DO WE WANT TO ELIMINATE THE DAVIS-BACON ACT? IT IS AT THE
TOP OF THE LIST.
DO WE WANT TO SIMPLIFY THE TAX CODE -- WHOSE COMPLICATED
AND CONVOLUTED STRUCTURE CREATES; BY "STOCKMAi{ ' (OWN ESTIMATES, NEARLY
HALF OF THE PAPERWORK CREATED BY THE GOVERNMENT TO THE TUNE OF
650 MILLION HOURS? CERTAINLY. BUT, ALAS, IT IS 01 ON THE LIST.
IS THE TAX CODE NOT ON THE "TERRIBLE 20", I WONDER, BECAUSE
IT LARGELY BENEFITS THE FEW OVER THE MANY??
MONETARY POLICY
LETS TURN BRIEFLY TO MONETARY POLICY, IT IS THE REAGAN
ADMINISTRATION'S MAJOR ANTIINFLJ ATION WEAPON.
THERE IS NO MYSTERY ABOUT MONETARY POLICY. IT WORKS BY
RESTRICTING THE AMOUNT OF MONEY AVAILABLE FOR BORROWING. IT WORKS BY
RESTRICTING BANK AND OTHER LENDING, AND BY RATIONING WHAT MONEY IS LEFT
BY HIGH INTEREST RATES.
WE ALL SHARE, I BELIEVE, THE ADMINISTRATION'S GOAL TO
STOP INFLATION.
( ) INFLATION IS THE CURSE OF OUR TIMES. IT IS THE BAIN OF OUR
EXISTENCE. IT IS PUBLIC ENEMY NO. 1.
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BUT IS THE ADMINISTRATION'S SINGLE-MINDED MONETARIST
APPROACH THE-BET WAY TO FIGHT INFLATION?
WHO SUFFERS FROM HIGH INTEREST RATES AND A RESTRICTED MONEY
SUPPLY?
NOT THE AFFLUENT CITIZENS WHO DO NOT NEED TO BORROW MONEY.
NOT CASH-RICH CORPORATIONS THAT ARE SIMILARILY SITUATED.
AND NOT THOSE, THOUGH THEY BORROW, HAVE THE MARKET POWER
THATi LLOKS THEM TO PASS THE HIGHER COSTS OF MONEY ALONG
TO THE PUBLIC.
RECENTLY - WITH INTEREST RATES AT THEIR HIGHEST LEVEL
EVER -- MOBIL WAS ABLE TO BORROW $30 BILLION -- YES, $30 BILLION -
IN ONE WEEK TO TRY TO TAKEOVER CONOCO.
WHO SUFFERS? SMALL BUSINESSMEN AND FARMERS -- THE BACKBONE OF
OUR NATION'S ECONOMIC VITALITY -- AND THE HOUSING INDUSTRY, WHICH OPERATES
ON BORROWED MONEY AND DEPENDS ON CUSTOMERS WHO BORROW MONEYI
MONETARY POLICY IS ONE OF THE CRUELEST WAYS TO FIGHT INFLATION.
f EXEMPTS THE BIG AND"STRONG CORPORATIONS AND SQUEEZES THE
SMALL AND THE VULERABLE.
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THE ADMINISTRATION'S RELIANCE ON MONETARY POLICY RAISES
SERIOUS QUESTIONS ABOUT THE FAIRNESS OF "REAGANECONOMICS." THE
ADMINISTRATION IS USING A CLUB WHEN A SCALPEL IS REQUIRED.
WE.ALL UNDERSTAND THE NEED FOR ECONOMIC GROWTH.
AND, LABOR, MORE THAN ANY OTHER SEGMENT OF SOCIETY, UNDERSTANDS
THAT IN THE ABSENCE OF ECONOMIC GROWTH THE GOAL OF ACHIEVING A MORE
EQUITABLE, MORE DEMOCRATIC SOCIETY IS ILLUSIONARY AT BEST -- FOR YOU
IN LABOR KNOW SO WELL THE HARDSHIPS AND COSTS OF SCARCITY.
IS "REAGANECONOMICS" THE RIGHT PRESCRIPTION FOR THE ILLS
THAT AFFLICT US?
I AM NO FORTUNE TELLER.
BUT SAMUEL GOMPERS WOULD HAVE HAD HIS DOUBTS, SPEAKING IN
1893, AGAINST THE BACKDROP OF ONE OF THE NATION'S MOST DEVASTATING
DEPRESSIONS, GOMPERS SAID THAT WHAT AMERICA'S WORKERS WANT ARE:
"MORE SCHOOLHOUSES, LESS JAILS, MORE BOOKS AND LESS ARSENALS,
MORE LEARNING ANDLESS VICE, MORE CONSTANT WORK AND LESS CRIME, MORE
LEISURE AND LESS GREED, MORE JUSTICE AND LESS REVENGE."
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TODAY'S OUTLOOK
WE HAVE NOW REVIEWED THE MAJOR PLANKS OF "REAGANECONOMICS"
BUDGET AND TAX CUTS, REDUCTIONS IN GOVERNMENT REGULATIONS, AND
MONETARY POLICY.
NOW THAT THE ADMINISTRATION'S PROGRAM IS IN PLACE, WHAT'S
HAPPENING? WHAT'S THE OUTLOOK?
INFLAION HAS DECLINED DRAMATICALLY IN THE PAST SIX MONTHS.
IT IS NOW AT AN ANNUAL RATE OF ABOUT 8 PERCENT. THIS DECLINE IS
DUE ALMOST ENTIRELY TO A HALT IN THE GROWTH OF ENERGY, HOUSING, AND
r00D PRICES.
THE ADMINISTRATION JUSTIFIABLY TAKES NO CREDIT FOR THIS
DEVELOPMENT. INDEED, THE ADMINISTRATION CAUTIONS THAT THE DECLINE
IN THE INFLATION RATE WILL BE ONLY TEMPORARY -- UNLESS IT CONTINUES
TO IMPOSE ITS MONETARY POLICY ON THE ECONOMY.
1IERESTIATS-ARE~ NOW AT~ ALL-TIME, RECORD HI GHlSLLAST WEEK,
THE PRIME COMMERCIAL RATE STOOD AT 20.5 PERCENT -- COMPARED TO 10.7
PERCENT ONE YEAR AGO.
-THE ADMINISTRATION VOWS TO HOLD ITS COURSE ON MONETARY- POLICY --
VOW THAT MANY PREDICT WILLSEE INTEREST RATES SOARING EVEN HIGHER IN
IHE NEXT SEVERAL MONTHS.
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IN THE LAST FOUR MONTHS, INTEREST RATES ALONE HAVE ADDED
OVER $13 BILLION TO THE FEDERAL DEFICIT.
TO BALANCE THE BUDGET IN 1984, THE ADMINISTRATION NOW SAYS
THAT IT WILL HAVE TO HAVE ADDITIONAL CUTS IN FEDERAL PROGRAMS OF
$40 BILLION IN EACH OF 1983 AND 1984. WHITE HOUSE SPOKESMAN NOW
SAY THAT THE CUTS MADE THIS YEAR -- NEARLY $40 BILLION OR 10 PERCENT
OF THE BUDGET -- "WERE QUITE MINIMAL."
CONCLUSION
I BELIEVE IT IS BECOMING INCREASINGLY CLEAR THAT WHAT MR.
REAGAN HAS PROPOSED -- IS NOT THE ELIMINATION OF UNNECESSARY GOVERNMENT
SPENDING OR OF BUDGET DEFICITS -- BUT A FUNDAMENTAL REORDERING OF THE
ROLES OF THE PRIVATE AND PUBLIC SECTORS IN OUR SOCIETY,
THE NEARLY UNAVOIDABLE CONCLUSION IS THAT MR. REAGAN WANTS TO
USE HIS POWER TO DIMINISH GOVERNMENT -- EVEN WHERE THAT DILUTES ECONOMIC
RECOVERY AND PREVENTS THE EFFICIENT ALLOCATION OF RESOURCES.
AS LONG AS THE PRESIDENT PURSUES HIS SINGLE-MINDED MONETARIST
POLICY, ONLY THE BIG AND THE STRONG WILL BE ABLE TO BORROW MONEY. AND, IF
THE RECENT FIGHT BETWEEN MOBIL AND SEAGRAM'S TO TAKE-OVER CONOCO IS
ANY EXAMPLE, THE STRONG WILL USE THOSE FUNDS TO MERGE WITH ONE ANOTHER,
NOT TO EXPAND EXISTING PRODUCTIVE CAPACITY,
INDEED, THE FORTUNE 500 COULD SOON BECOME THE FORTUNE 50.
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IS "REAGANECONOMICS" REALLY "REAGAN-NONSENSE?" WE WILL SOON
SEE.
IN THE MEANTIME, WE MUST NOT BE IDLE SPECTATORS. THERE
IS A STRUGGLE GOING ON FOR THE FUTURE OF AMERICA -- A STRUGGLE
FOR WHAT IS FAIR, JUST, AND RIGHT IN OUR SOCIETY,
ALTERNATIVES TO THE MEDICINE REAGAN HAS PRESCRIBED ARE
LIMITED ONLY BY OUR IMAGINATIONS.
AND WE MUST BE PREPARED TO SOUND REVEILLE, NOT TAPS, FOR
THE AMERICA OF THE 1980's.
THANK YOU.
